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SETTING  BOSTON’S  FISCAL  2003  TAX  RATES  CREATES  LEVY  SHIFT 


When  Boston  set  its  tax  rate  on  December  17,  2002,  it  introduced  a year  of  firsts:  the  gross  tax  levy  exceeded  $1  billion,  the 
business  share  of  the  tax  Ibvy  reached  its  allowable  maximum  of  175%  of  full  value,  and  business  taxable  value  decreased 
for  the  tlrst  time  since  fiscal  1994.  The  latter  two  events  and  a solid  increase  in  residential  value  combined  to  create  a 
situation  in  which  the  City’s  overall  property  tax  burden  shifted  to  residential  property  by  1.8%,  producing  a noticeable  rise 
in  residential  tax  bills.  This  trend  is  expected  to  continue  in  fiscal  2004,  which  would  result  in  another  large  increase  in 
residential  property  tax  bills.  The  Menino  Administration  has  introduced  legislation  intended  to  maintain  the  business- 
residential  share  of  the  tax  levy  at  a 70%-30%  split.  Boston’s  taxable  value  increased  by  $3.3  billion  or  6.2%  in  fiscal 
2003,  and  the  tax  levy  increased  by  $63  million  or  6.5%,  in  large  part  due  to  record  new  growth  of  $38.5  million.  For  the 
second  consecutive  year,  the  residential  and  business  tax  rates  increased  slightly  in  fiscal  2003  as  a consequence  of  the 
divergence  of  property  values  and  the  mechanics  of  classification. 


Property  Tax  Values:  Residential  Up,  Business  Down 

Boston’s  total  taxable  property  value  in  fiscal  2003  is  $57.5  billion,  an  increase  of  $3.3  billion  or  6.2%  over  fiscal  2002. 
This  increase  is  the  smallest  percentage  growth  since  fiscal  1997.  Values  for  fiscal  2003  were  set  as  of  January  I,  2002, 
and  thus  reflect  2001  market  conditions. 

FY03  Values  and  Tax  Rates 


Residential  property  is  valued  at  $35.1  billion  in 
fiscal  2003,  $3.4  billion  or  10.6%  higher  than  in 
fiscal  2002.  Condominium  value  showed  the  largest 
dollar  increase,  mainly  from  the  construction  of 
1,497  new  units.  Business  property  is  valued  at 
$22.4  billion,  a reduction  of  $29.6  million  or  0.1% 
from  fiscal  2002.  Commercial  and  industrial 
properties  showed  value  losses  of  1.4%  and  2.5%, 
respectively,  which  were  offset  by  a substantial  gain 
in  personal  property,  primarily  from  utility  growth. 
New  growth  from  construction  and  rehabilitation  of 
buildings  added  $1.7  billion  of  value,  an  increase  of 
$279.6  million  or  19.2%  over  fiscal  2002. 


Type 

FY02 

FY03 

Change 

Change 

Residential 

$31,774,558 

$35,147,998 

$3,373,440 

10.6% 

Condom  inium  s 

9,609,897 

10,977,641 

1,367,744 

14.2% 

Single  Family 

7,084,453 

7,830,712 

746,259 

10.5% 

Two/Three  Family 

8,834,726 

9,985,320 

1,150,595 

13.0% 

Multi-Family 

4,299,538 

4,521,593 

222,055 

5.2% 

All  Others 

1,945,944 

1,832,731 

(1 13,213) 

-5.8% 

Business 

$22,414,949 

$22,385,347 

($29,602) 

-0.1% 

Commercial 

18,445,791 

18,189,908 

(255,863) 

-1.4% 

Industrial 

1,079,344 

1,052,860 

(26,484) 

-2.5% 

Personal 

2,889,815 

3,142,579 

252,764 

8.7% 

Total  Value 

$54,189,508 

$57,533,345 

$3,343,838 

6.2% 

Residential  Tax  Rate 

$1 1.01 

$1 1,29 

$0.28 

2.5% 

Business  Tax  Rate 

$30.33 

$31.49 

$1.16 

3.8% 

Property  Tax  Levy:  Record  New  Growth 


The  property  tax  levy,  the  City’s  largest  revenue  source,  totals  $1,035  billion  in  fiscal  2003,  exceeding  $1  billion  for  the 
first  time.  The  levy  increased  $63  million  or  6.5%  from  fiscal  2002  and  represents  56.7%  of  the  City’s  fiscal  2003 
operating  revenues.  Of  this  increase,  new  growth  accounted  for  $38.5  million  and  the  normal  2.5%  increase  added  $24.3 
million.  The  new  growth  of  $38.5  million  represents  the  largest  increase  in  new  growth  in  any  one  year  for  Boston.  This 
new  growth  exceeded  original  budget  estimates  by  approximately  $16  million,  which  allowed  the  City  to  offset  local  aid 
cuts  of  $14  million  from  former  Governor  Swift’s  budget  vetoes.  One-time  value  increases  from  utility  construction  and 
the  addition  of  value  from  several  new  buildings  such  as  1 1 1 Huntington  Avenue,  the  Belvedere  at  the  Prudential  and  the 
Millennium  project  on  lower  Washington  Street  contributed  to  this  year’s  record  growth.  Boston  continues  to  keep  its  tax 
levy  at  the  maximum  levy  limit  that  cannot  be  increased  further  except  by  an  override  approved  by  the  voters.  The  City  has 
no  useable  excess  capacity  in  fiscal  2003. 
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Included  in  the  gross  tax  levy  is  a reserve  for 
abatements  called  the  overlay.  Boston  is  required  to  set 
an  overlay  of  at  least  5.0%  of  net  property  taxes,  but  not 
more  than  6.0%.  For  this  year  only,  the  Department  of 
Revenue  authorized  the  City  to  set  its  overlay  reserve  at 
4.0%  of  net  property  taxes,  or  $39.8  million,  after 
demonstrating  a decline  in  abatements  in  recent  years 
and  a sufficient  overlay  reserve  balance.  This  action 
freed  up  $10  million  in  additional  operating  revenue  for 
fiscal  2003. 


FY02-03  Tax  Levy  Growth 
Figures  in  OOO’s 


% 


FY02 

FY03 

Change 

Change 

Prior  Year  Limit 

$917,750 

$972,449 

$54,699 

6.0% 

2 1/2%  Levy  Growth 

22,944 

24,311 

1,367 

6.0% 

New  Growth 

31,755 

38,532 

6,777 

21.3% 

Total  Levy  Limit 
Property  Tax  Levy 

$972,449 

$972,234 

$1,035,293 

$1,035,271 

$63,037 

6.5% 

Property  Tax  Classification:  Residential  Shift 

Boston’s  residential  property  owners  will  pay  a larger  share  of  the  property  tax  levy  this  year  due  to  the  divergence  of  business 
and  residential  property  values  and  the  mechanics  of  classification.  Since  1989,  full  tax  classification  has  resulted  in  the 
business  class  paying  69.9%  of  the  levy,  while  the  residential  class  paid  30.1%.  However,  this  year,  business  values  declined 
or  were  stagnant  while  residential  values  increased.  As  a result,  under  classification,  the  business  share  of  the  tax  levy  was 
capped  at  68. 1%,  which  in  turn  required  the  residential  share  to  increase  by  1 .8%  to  3 1 .9%  to  compensate. 

By  law,  Boston’s  residential  share  of  the  tax  levy  cannot  be  less 
than  30. 1 %.  From  fiscal  1989  to  fiscal  2002,  the  business  and 
residential  markets  have  moved  in  similar  directions  allowing 
the  City  to  maintain  a 70°b-30%  split  in  the  tax  levy.  Even  so, 
over  the  past  two  fiscal  years  business  value  has  not  appreciated 
as  much  as  residential  property  and  its  share  of  taxable  value  has 
been  decreasing.  Thus,  when  total  business  value  decreased  by 
0.1%  and  residential  value  increased  by  10.6%  in  fiscal  2003, 
the  business  levy  burden  reached  its  allowable  maximum  of 
175%  of  full  value  share.  Consequently,  the  traditional  business 
levy  share  of  69.9%  was  required  to  be  reduced  to  68.1%, 
causing  the  residential  share  to  increase  to  31.9%.  This  shift 
caused  the  residential  tax  rate  to  go  up  to  $11.29,  a 2.5% 
increase  over  the  prior  year.  Had  business  and  residential  values 
moved  in  the  same  direction,  the  residential  tax  rate  actually 
would  have  decreased  in  fiscal  2003.  The  Menino 
Administration  has  introduced  legislation  that  would  increase 
the  maximum  business  share  of  the  levy  to  200%  of  its  full 
value  share  and  reduce  the  residential  share  to  45%  to  maintain 
the  70%-30%  split. 

Property  Tax  Rates:  Moving  Up 

For  the  second  consecutive  year,  the  City’s  residential  and  business  tax  rates  increased  slightly.  Prior  to  last  year,  Boston’s  tax 
rates  had  decreased  for  seven  consecutive  years  because  of  strong  value  growth  and  the  Proposition  IVi  requirement  that  limits 
the  levy  increase  to  2.5%  of  the  prior  year  levy  limit.  The  fiscal  2003  residential  rate  of  $ 1 1 .29  is  an  increase  of  $0.28  or  2.5% 
from  fiscal  2002,  while  the  business  rate  of  $31.49  is  up  $1.16  or  3.8%.  In  addition  to  the  tax  advantages  of  classification, 
homeowners  benefit  from  the  full  30%  residential  exemption  for  property  used  as  a principal  residence.  The  fiscal  2003 
residential  exemption  provided  a tax  cut  of  $988. 1 5 per  eligible  homeowner,  an  increase  of  $ 1 07  from  the  prior  year. 

Fiscal  2004  Outlook 

The  same  factors  that  contributed  to  the  1.8%  property  tax  levy  shift  to  the  residential  class  in  fiscal  2003  could  produce  a 
slightly  larger  shift  to  residential  property  in  fiscal  2004.  Residential  value  is  expected  to  show  positive  value  growth  while 
business  value  may  decrease  further  after  next  year’s  full  revaluation  of  property.  Such  a shift  could  produce  a larger  increase 
in  the  residential  tax  bills  next  December.  Also,  new  growth  is  not  expected  to  increase  the  tax  levy  as  much  as  it  did  this  year 
due  to  the  one-time  nature  of  some  development  this  year  and  less  new  construction  coming  online  next  year. 


Classification  In  Boston 

Classification,  a 1978  amendment  to  the  Massachusetts 
Constitution,  permits,  in  Boston’s  case,  the  creation  of  two 
classes  of  property  for  taxation  purposes;  residential  and 
business  (commercial,  industrial  and  personal  property).  With 
classification,  Boston  can  determine  the  share,  within  limits,  of 
the  annual  levy  to  be  borne  by  each  class.  The  residential 
share  may  be  reduced  to  50%  of  its  share  of  the  total  taxable 
valuation  and  the  business  share  may  be  increased  to  1 75“"o  of 
its  full  value  share.  Without  classification,  residential  property 
would  pay  61.1%  of  the  tax  levy  and  business  38.9®/o  in  fiscal 
2003.  However,  with  full  classification,  residential  property  in 
Boston  will  pay  31.9%  of  the  tax  levy  and  business  will  pay 
68.1%.  This  year,  classification  will  save  residential  owners, 
on  average,  between  $1,700  and  $2,000  in  annual  taxes. 


SPEC  I A L 


V BOSTON  MUNICIPAL  RESEARCH  BUREAU 

333  Washington  street.  Suite  854,  Boston,  Massachusetts  02108  617.227.1900 

t^iSN'DiSC- 

SS.  January  31,  2003 

odH 


l~3i-c)3 


No.  03-1 


SETTING  BOSTON’S  FISCAL  2003  TAX  RATES  CREATES  LEVY  SHIFT 


When  Boston  set  its  tax  rate  on  December  1 7,  2002,  it  introduced  a year  of  firsts;  the  gross  tax  levy  exceeded  $I  billion,  the 
business  share  of  the  tax  levy  reached  its  allowable  maximum  of  175%  of  full  value,  and  business  taxable  value  decreased 
for  the  first  time  since  fiscal  1994.  The  latter  two  events  and  a solid  increase  in  residential  value  combined  to  create  a 
situation  in  which  the  City’s  overall  property  tax  burden  shifted  to  residential  property  by  1.8%,  producing  a noticeable  rise 
in  residential  tax  bills.  This  trend  is  expected  to  continue  in  fiscal  2004,  which  would  result  in  another  large  increase  in 
residential  property  tax  bills.  The  Menino  Administration  has  introduced  legislation  intended  to  maintain  the  business- 
residential  share  of  the  tax  levy  at  a 70%-30%  split.  Eioston’s  taxable  value  increased  by  $3.3  billion  or  6.2%  in  fiscal 
2003,  and  the  tax  levy  increased  by  $63  million  or  6.5%,  in  large  part  due  to  record  new  growth  of  $38.5  million.  For  the 
second  consecutive  year,  the  residential  and  business  tax  rates  increased  slightly  in  fiscal  2003  as  a consequence  of  the 
divergence  of  property  values  and  the  mechanics  of  classification. 


Property  Tax  Values:  Residential  Up,  Business  Down 

Boston’s  total  taxable  property  value  in  fiscal  2003  is  $57.5  billion,  an  increase  of  $3.3  billion  or  6.2%  over  fiscal  2002. 
This  increase  is  the  smallest  percentage  growth  since  fiscal  1997.  Values  for  fiscal  2003  were  set  as  of  January  I,  2002, 
and  thus  reflect  2001  market  conditions. 


FY03  Values  and  Tax  Rates 


Residential  property  is  valued  at  $35.1  billion  in 
fiscal  2003,  $3.4  billion  or  10.6%  higher  than  in 
fiscal  2002.  Condominium  value  showed  the  largest 
dollar  increase,  mainly  from  the  construction  of 
1,497  new  units.  Business  property  is  valued  at 
$22.4  billion,  a reduction  of  $29.6  million  or  0.1% 
from  fiscal  2002.  Commercial  and  industrial 
properties  showed  value  losses  of  1.4%  and  2.5%, 
respectively,  which  were  offset  by  a substantial  gain 
in  personal  property,  primarily  from  utility  growth. 
New  growth  from  construction  and  rehabilitation  of 
buildings  added  $1.7  billion  of  value,  an  increase  of 
$279.6  million  or  19.2%  over  fiscal  2002. 


Type 

FY02 

FY03 

Change 

Change 

Residential 

$31,774,558 

$35,147,998 

$3,373,440 

10.6% 

Condominiums 

9,609,897 

10,977,641 

1,367,744 

14.2% 

Single  Fam ily 

7,084,453 

7,830,712 

746,259 

10.5% 

Two/Three  Family 

8,834,726 

9,985,320 

1,150,595 

13.0% 

Multi-Family 

4,299,538 

4,521,593 

222,055 

5.2Vi 

All  Others 

1,945,944 

1,832,731 

(113,213) 

-5.8% 

Business 

$22,414,949 

$22,385,347 

($29,602) 

-0.1% 

Com  mercial 

18,445,791 

18,189,908 

(255,883) 

-1.4% 

Industrial 

1,079,344 

1,052,860 

(26,484) 

-2.5% 

Personal 

2,889,815 

3,142,579 

252,764 

8.7% 

T otal  Value 

$54,189,508 

$57,533,345 

$3,343,838 

6.2% 

Residential  Tax  Rate 

$11.01 

$1 1.29 

$0.28 

2.5% 

Business  Tax  Rate 

$30.33 

$31.49 

$1.16 

3.8% 

Property  Tax  Levy:  Record  New  Growth 

The  property  tax  levy,  the  City’s  largest  revenue  source,  totals  $1,035  billion  in  fiscal  2003,  exceeding  $1  billion  for  the 
first  time.  The  levy  increased  $63  million  or  6.5%  from  fiscal  2002  and  represents  56.7%  of  the  City’s  fiscal  2003 
operating  revenues.  Of  this  increase,  new  growth  accounted  for  $38.5  million  and  the  normal  2.5%  increase  added  $24.3 
million.  The  new  growth  of  $38.5  million  represents  the  largest  increase  in  new  growth  in  any  one  year  for  Boston.  This 
new  growth  exceeded  original  budget  estimates  by  approximately  $16  million,  which  allowed  the  City  to  offset  local  aid 
cuts  of  $14  million  from  former  Governor  Swift’s  budget  vetoes.  One-time  value  increases  from  utility  construction  and 
- the  addition  of  value  from  several  new  buildings  such  as  1 1 1 Huntington  Avenue,  the  Belvedere  at  the  Prudential  and  the 

K Millennium  project  on  lower  Washington  Street  contributed  to  this  year’s  record  growth.  Boston  continues  to  keep  its  tax 

levy  at  the  maximum  levy  limit  that  cannot  be  increased  further  except  by  an  override  approved  by  the  voters.  The  City  has 
no  useable  excess  capacity  in  fiscal  2003. 
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Included  in  the  gross  tax  levy  is  a reserve  for 
abatements  called  the  overlay.  Boston  is  required  to  set 
an  overlay  of  at  least  5.0%  of  net  property  taxes,  but  not 
more  than  6.0%.  For  this  year  only,  the  Department  of 
Revenue  authorized  the  City  to  set  its  overlay  reserve  at 
4.0%  of  net  property  taxes,  or  $39.8  million,  after 
demonstrating  a decline  in  abatements  in  recent  years 
and  a sufficient  overlay  reserve  balance.  This  action 
freed  up  $10  million  in  additional  operating  revenue  for 
fiscal  2003. 


FY02-03  Tax  Levy  Growth 
Figures  in  OOO's 


FY02 

Vv,! 

FY03 

Change 

% > 

Chang^ 

Prior  Year  Limit 

$917,750 

$972,449 

$54,699 

6.0% 

2 1/2%  Levy  Growth 

22,944 

24,311 

1,367 

6.0% 

New  Growth 

31,755 

38,532 

6,777 

21.3% 

Total  Levy  Limit 
Property  Tax  Levy 

$972,449 

$972,234 

$1,035,293 

$1,035,271 

$63,037 

6.5% 
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Property  Tax  Classification:  Residential  Shift 

Boston’s  residential  property  owners  will  pay  a larger  share  of  the  property  tax  levy  this  year  due  to  the  divergence  of  busjpes^ 
and  residential  property  values  and  the  mechanics  of  classification.  Since  1989,  fiill  tax  classification  has  resulted  in  the 
business  class  paying  69.9%  of  the  l^vy,  while  the  residential  class  paid  30.1%.  However,  this  year,  business  values  declined 
or  were  stagnant  while  residential  values  increased.  As  a result,  under  classification,  the  business  share  of  the  tax  levy  was 
capped  at  68. 1%,  which  in  turn  required  the  residential  share  to  increase  by  1 .8%  to  3 1 .9%  to  compensate. 


By  law.  Boston’s  residential  share  of  the  tax  levy  cannot  be  less 
than  30.1%.  From  fiscal  1989  to  fiscal  2002,  the  business  and 
residential  markets  have  moved  in  similar  directions  allowing 
the  City  to  maintain  a 70%-30%  split  in  the  tax  levy.  Even  so, 
over  the  past  two  fiscal  years  business  value  has  not  appreciated 
as  much  as  residential  property  and  its  share  of  taxable  value  has 
been  decreasing.  Thus,  when  total  business  value  decreased  by 
0.1°o  and  residential  value  increased  by  10.6%  in  fiscal  2003, 
the  business  levy  burden  reached  its  allowable  maximum  of 
1 75%  of  full  value  share.  Consequently,  the  traditional  business 
levy  share  of  69.9%  was  required  to  be  reduced  to  68.1%, 
causing  the  residential  share  to  increase  to  31.9%.  This  shift 
caused  the  residential  tax  rate  to  go  up  to  $11.29,  a 2.5% 
increase  over  the  prior  year.  Had  business  and  residential  values 
moved  in  the  same  direction,  the  residential  tax  rate  actually 
would  have  decreased  in  fiscal  2003.  The  Menino 
Administration  has  introduced  legislation  that  would  increase 
the  maximum  business  share  of  the  levy  to  200%  of  its  full 
value  share  and  reduce  the  residential  share  to  45%  to  maintain 
the  70%-30%  split. 

Property  Tax  Rates:  Moving  Up 

For  the  second  consecutive  year,  the  City’s  residential  and  business  tax  rates  increased  slightly.  Prior  to  last  year,  Boston’s  tax 
rates  had  decreased  for  seven  consecutive  years  because  of  strong  value  growth  and  the  Proposition  2'A  requirement  that  limits 
the  levy  increase  to  2.5%  of  the  prior  year  levy  limit.  The  fiscal  2003  residential  rate  of  $1  1.29  is  an  increase  of  $0.28  or  2.5% 
from  fiscal  2002,  while  the  business  rate  of  $31.49  is  up  $1.16  or  3.8%.  In  addition  to  the  tax  advantages  of  classification, 
homeowners  benefit  from  the  full  30%  residential  exemption  for  property  used  as  a principal  residence.  The  fiscal  2003 
residential  e.xemption  provided  a tax  cut  of  $988. 15  per  eligible  homeowner,  an  increase  of  $107  from  the  prior  year. 

Fiscal  2004  Outlook 

The  same  factors  that  contributed  to  the  1.8%  property  tax  levy  shift  to  the  residential  class  in  fiscal  2003  could  produce  a 
slightly  larger  shift  to  residential  property  in  fiscal  2004.  Residential  value  is  expected  to  show  positive  value  growth  while 
business  value  may  decrease  further  after  next  year’s  full  revaluation  of  property.  Such  a shift  could  produce  a larger  increase 
in  the  residential  tax  bills  next  December.  Also,  new  growth  is  not  expected  to  increase  the  tax  levy  as  much  as  it  did  this, year 
due  to  the  one-time  nature  of  some  development  this  year  and  less  new  construction  coming  online  next  year. 


Classification  In  Boston 

Classification,  a 1978  amendment  to  the  Massachusetts 
Constitution,  permits,  in  Boston's  case,  the  creation  of  two 
classes  of  property  for  taxation  purposes:  residential  and 
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business  (commercial,  industrial  and  personal  property).  With 
classification.  Boston  can  determine  the  share,  within  limits,  of 
the  annual  levy  to  be  borne  by  each  class.  The  residential 
share  may  be  reduced  to  50%  of  its  share  of  the  total  taxable 
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valuation  and  the  business  share  may  be  increased  to  175%  of 
its  full  value  share.  Without  classification,  residential  property 
would  pay  61.1%  of  the  tax  levy  and  business  38.9%  in  fiscal 
2003.  However,  with  full  classification,  residential  propert)^’  in 
Boston  will  pay  31.9”/b  of  the  tax  levy  and  business  will  pay 
68.1%.  This  year,  classification  will  save  residential-owners, 
on  average,  between  $1,700  and  $2,000  in  annual  taxes. 
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's  ahead  for  BOSTON 


Reduced  local  aid,  increased  development,  and  a fresh-faced  city  council 


BY  SAMUEL  R.  TYLER  • .XLUSTRATIONS  BY  BOB  ECKSTEIN 


EXT  YEAR,  Boston  will  struggle  to  priori- 
tize the  delivery  of  municipal  services  in  a 
tight  fiscal  climate,  even  as  planning  intend- 
ed to  further  enhance  the  city  continues.  Preparations 
will  be.made,  for  instance,  for  the  2004  opening  of  the 
new  Boston  Convention  & Exhibition  Center  on  the 
South  Boston  waterfront.  Also,  work  is  beginning  on  the 
Democratic  National  Convention,  which  will  take  place 
in  the  FleetCenter,  also  in  2004.  These  two  big  events, 
especially  the  Democratic  Convention,  will  offer  an  op- 
porturiity  to  showcase  Boston  nationally.  They  can  act 
as  catalysts,  bringing  together  public  and  business  lead- 
ers to  address  a series  of  critical  issues  that  will  shape 
the  city  for  generations  to  come,  such  as  development  of 
the  Surface  Central  Artery.  Even  so,  the  public’s  atten- 
|n  rjexf  ^ear  will  be  focused  primarily  on  the  weakened 
onomy  and  its  impact  on  city  and  state  services. 


Projections  of  a $2  billion  state  deficit  in 
fiscal  200(4,  v^ich  starts  oi;!  [uly  1,  2003, 
will  likely  bring  a second  round  of  even 
deeper  local-aid  cuts  than  those  Boston 
faced  this  year.  These  cuts  will  create  the 
biggest  fiscal  challenge  of  Mayor  Tom 
Menino’s  nine  years  in  office,  during  which 
time  his  administration  has  enjoyed  consec- 
utive years  of  steady  spending  growth,  A re- 
duction of  10  percent  in  state  aid  to  Boston 
would  constitute  a loss  of  approximately 
$50  million  — about  2.8  percent  of  this 
year’s  budget.  With  employee  costs  repre- 
tenti.ng  almost  70  percent  of  the  city’s  total 
operating  budget,  the  mayor  will  need  to  re- 
duce work-force  levels  in  most  departments. 
Attrition  and  an  early-retirement-incentive 
program  will  help  if  the  administration  exer- 
cises discipline  in  not  filling  vacant  posi- 
tions. The  Boston  Police  Department  is  al- 
ready feeling  the  squeeze  — the  mayor  can- 
celed this  year’s  class  of  60  Boston  police 
recruits.  The  School  Department,  which,  at 
36  percent  of  the  budget,  is  the  biggest  de- 
partment, will  probably  be  required  to  make 
the  biggest  dollar  cut  — a cut  that  could 
lead  to  the  closing  of  a few  small  schools 
and  to  teacher  layoffs.  But  no  City  of 
Boston  department  will  be  spared  the  de- 
mand to  cut  expenses. 

Adding  pressure  to  the  budget  situation  is 
the  need  for  the  city  to  negotiate  new  em- 
ployee agreements  with  most  city  unions, 
including  the  police  unions,  whose  contracts 
red  last  lune.  The  contracts  for  the 
lers  and  firefighters  will  expire  this 
nng  Si5nTiiief.  Already,  union  leaders  are 
arguing  for  generous  salary  increases  be- 
cause of  residency  requirements  and  the 
high  cost  of  housing  in  Boston. 

Faced  with  these  prospects.  Menino  has 
sent  a legislative  package  to  Beacon  Hill  that 
would  let  the  city  create  new  tax  sources  lo- 
cally. Most  notable;  bills  to  increase  the 
meals  tax  by  one  percent,  establish  an  enter- 
tainment excise  tax  of  50  cents  for  each  tick- 


et for  sporting  and  musical  events,  and  to 
implement  a new  parking  excise  tax  of  1 0 
percent.  Any  tax  debate  will  be  linked  to  the 
Menino  administration’s  record  of  control- 
ling expenses  and  adopting  initiatives  to  pro- 
vide services  more  efficiently. 

The  Menino  administration  is  already 
taking  steps  to  meet  the  fiscal  challenges 
ahead.  A process  has  been  under  way  to 
control  additions  to  the  city  payroll,  and  the 
capital  budget  has  been  trimmed  over  the 
past  three  years.  An  adequate  reserve  of 
approximately  $182  million  has  been  built 
up  from  which  limited  funds  arc  available  i.o 
help  mitigate  deep  cuts  in  basic  core  serv- 
ices in  2003. 

That  said,  the  city  faces  a number  of 
distinct  challenges; 

Public  safety.  Next  year,  the  city  must  focus 
on  maintaining  Boston’s  strong  record  of  pub- 
lic safety  with  fewer  police  officers  and  added 
law-enforcement 
responsibilities. 
Regular  police  serv- 
ices will  need  to  be 
balanced  with  the 
department’s  new 
responsibility  of 
preventing  and, 
possibly,  respond- 
ing to  terrorism  — 
efforts  that  will  require  financial  support 
from  Washington,  DC.  Meanwhile,  prepara- 
tions and  funding  for  security  for  the  Demo- 
cratic Convention  must  be  addressed.  Even 
as  the  department  faces  further  challenges 
next  year,  cancellation  of  the  new  class  of 
recruits,  coupled  with  the  retirement  of  more 
than  30  officers  in  lanuary,  will  leave  the 
department  short-staffed.  Commissioner  Paul 
Evans  must  implement  his  reorganization 
plan  of  moving  officers  from  administrative 
positions  to  street  patrol.  However,  the  four 
police  unions  pushing  for  new  collective- 
bargaining contracts  will  resist  this  effort. 


Housing.  Building  and  maintaining  afford- 
able housing  will  remain  a central  issue  for 
the  city  next  year.  The  mayor’s  recent  attempt 

I to  institute  rent  sta- 
bilization. while  not 
successful,  sparked 
a much-needed  po- 
liti;:al  discussion  of 
the  problem.  Busi- . 
ness,  real -estate, 
and  nonprofit  insti- 
tutional leaders  rec- 
ognize the  serious- 
ness of  the  housing  problem  and  its  effect  on 
growing  Boston's  economy,  and  they  seem 
willing  to  play  a more  active  lole  in  solving  the 
problem.  Examples  of  new  approaches  could 
include  employer-assisted  housing,  revision  of 
the  zoning  code  to  encourage  residential  de- 
velopment downtown  or  near  transit  stations, 
and  as-yet-untried  measures  to  preserve  exist- 
ing affordable  housing.  The  mayor  is  in  a po- 
sition to  bring  together  key  players  to  reach 
consensus  on  steps  that  can  be  taken  at  the 
local  level  to  increase  housing  development. 
There’s  no  doubt  that  part  of  the  solution  will 
see  City  Hall  changing  the  way  it  does  busi- 
ness in  terms  of  permitting,  managing  land 
availability,  streamlined  decision-making,  and 
the  extent  of  neighborhood  involvement. 

Development.  Planning  for  existing  and 
future  development  projects  in  Boston  will 
be  critical  next  year.  With  th;  new  conven- 
tion center  scheduled  to  open  in  2004, 
hotel-development 
and  transportation 
planning  w'ill  have 
to  move  forward. 

Wliile  initial 
ning  for  the  Rose 
Kennedy  Greenway 
District  project  in- 
volving the  27  acres 
of  the  Surface  Cen- 
tral Artery  land  is  being  undertaken  by  the 
Massachusetts  Turnpike  Authority,  the  final 
governance,  planning,  and  financing  struc- 
ture has  not  yet  been  resolved  and  should  be 
finalized  early  next  year.  As  of  this  writing, 
the  Tu-r.pikc  Authority,  the  City  of  Boston, 
and  the  Boston  Redevelopment  Authority 
(BRA)  are  close  to  agreeing  on  a joint-plan- 
ning process.  These  plans  involve  15  devel- 
opment parcels  and  16  open  space  parcels 
that  will  create  a whole  new  dynamic  for 
downtown  Boston. 

Meanwhile,  Boston’s  first  business-im- 
provement district  (BID)  will  be  created  in 
2003  along  the  Washington  Street  corridor 
between  the  Theater  District  and  State 
Street,  pending  approval  by  the  legislature 
and  governor  and  a vote  of  businesses  in  the 
district.  The  BID  will  provide  additional 
services  beyond  those  offeree  1 by  the  city, 
such  as  ambassador  services  litter  removal, 
coordinated  marketing,  programming,  and 
homeless  assistance.  Boston  is  one  of  the 
few  major  cities  in  the  country  that  does  not 
have  a BID,  and  this  retail  area  is  considered 
the  third  most  important  in  the  Common- 
wealth. 

Medical  research.  Medical  research  is  a 
major  driver  of  the  city’s  economy,  as  well 
as  the  state’s,  and 
is  positioned  to 
grow  significantly 
with  new  federal 
research  dollars 
for  defense  and 
homeland-security 
purposes.  Antici- 
pated new  devel- 


opment in  the  Longwood  Medical  Area 
has  prompted  the  BRA  to  propose  interim 
guidelines  for  such  expansion  over  the 
. next  1 8 months,  while  a new  master  plan 
for  the  area  is  finalized.  Transportation 
plans  to  support  this  new  development  are 
complete  and  await  decisions  on  the 
state’s  share  of  the  funding. 

Waterfront  devtlopment.' Meanwhile, 
Governor-elect  Mitt  Romney  has  indicated 
his  support  for 
urban  develop,ment 
' as  part  of  a re- 
gional smart- 
growth  plan.  Fol- 
lowing that  posi- 
tion, Romney  and 
Menino  must  en- 
sure that  the  city 
and  Common- 
wealth collaborate  next  year  in  the  com- 
pletion of  the  Municipal  Harbor  Plan  to 
guide  building  along  Boston’s  waterfront 
area  when  the  development  cycle  im- 
proves. 

Transportation.  Funding  for  the  third 
phase  of  the  Silver  Line  between  Boylston 
Station  and  South 
Station  must  be 
included  in  the 
federal  Trans- 
portation Reautho- 
rization Bill  (TEA- 
3)  that  will  be  ap- 
proved in  2003.  By 
the  end  of  Decem- 
ber 2003,  the  Sil- 
ver Line  section  from  South  Station  to  the 
South  Boston  waterfront  area  should  be 
open  for  service.  The  need  for  direct  ac- 
cess to  this  area  from  the  Back  Bay  via  the 
westbound  lanes  of  the  Massachusetts 
Turnpike  means  that  the  turnaround 
(slingshot)  project  must  be  a priority,  In 
the  meantime,  access  to  the  South  Boston 
waterfront  as  well  as  parking  limits  will 
continue  to  raise  concerns  about  the  area’s 
future. 

Boston  City  Council,  Finally,  Felix 
Arroyo,  who  finished  fifth  in  the  at-laigc 
council  race  in 
2000,  will  join  the 
council  with  at- 
large  councilor 
Francis  "Mickey” 
Roache’s  depar- 
ture to  become  the 
Suffolk  registrar 
of  deeds.  Also,  the 
District  Nine  seat 
left  vacant  after  Councilor  Brian  Honan’s 
tragic  death  this  summer  has  been  filled  via 
special  election  by  [erry  McDermott.  The 
make-up  of  the  council  today  is  quite  dif- 
ferent from  what  it  was  just  a few  years 
ago.  It’s  young;  six  members  are  in  their 
30s,  While  the  councilors  want  to  work 
with  the  mayor,  they  also  want  to  establish 
their  own  reputations.  This  was  seen  most 
clearly  when  Council  president  Michael 
Flaherty,  a Menino  ally,  voted  against  the 
mayor’s  rent-stabilization  plan.  This  dy- 
namic should  translate  into  a more  inde- 
pendent Council  majority  that’s  willing  to 
exercise  its  voice  in  selected  policy  and 
fiscal  matters. 

Boston  in  2003  will  be  a study  in  contrasts 
as  it  meets  the  current  fiscal  challenge  and 
prepares  for  an  exciting  future.  ■ 

Samuel  R.  Tyler  is  president  of  the 
Boston  Municipal  Research  Bureau. 
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